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ABSTRACT 



' A study determined the extent to which states spend federal 

Temporary Assistance for Needy Families (TANF) and state 

maintenance-of -effort (MOE) funds for cash assistance and non-cash services 
and how this compares to welfare spending in fiscal year (FY) 1995. It also 
identifed the extent to which states use TANF and MOE funds to provide 
services to low- income families not included in the reported welfare 
caseload; data limitations that hamper more complete reporting on such 
families; and how a downturn in the economy would affect the availability of 
TANF /MOE -funded benefits and services. Findings indicated the following: (1) 

the focus of welfare spending shifted from monthly cash payments to services; 
(2) nationwide, between FY1995-2000, state expenditures for cash assistance 
decreased from 71 to 43 percent of total welfare spending; (3) states used 
TANF /MOE funds to provide services to other low- income families; (4) data 
that states collect and report on families receiving services had many 
limitations that restrict their usefulness in producing a full count of all 
families served with TANF/MOE funds; and (5) the impact of an economic 
downturn on funding for work support programs was unclear and would depend on 
such factors as extent to which welfare caseloads increase, whether states 
have TANF reserves available, and the budgetary decisions states make to 
address the costs associated with increased caseloads. (YLB) 
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United States General Accounting Office 
Washington, D.C. 20548 



April 5, 2002 

The Honorable Benjamin L. Cardin 
Ranking Minority Member 
Subcommittee on Human Resources 
Committee on Ways and Means 
House of Representatives 

Dear Mr. Cardin: 

With the enactment of the Personal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (PRWORA), the Congress made sweeping 
changes to federal welfare policy for needy families. PRWORA ended the 
Aid to Families with Dependent Children program and created the 
Temporary Assistance for Needy Families (TANF) block grant to states. 
TANF emphasizes work and responsibility over dependence on 
government benefits. The Department of Health and Human Services 
(HHS) oversees the TANF block grant program, which provides grants to 
states totaling up to $16.5 billion each year through September 2002 and 
requires states to maintain a historical level of state spending on welfare- 
related programs. 

To assist you in addressing issues being raised as the Congress considers 
reauthorizing the TANF block grant, you asked us to determine: (1) the 
extent to which states are spending federal TANF and state maintenance- 
of-effort (MOE) funds for cash assistance and noncash services and how 
this compares to welfare spending in fiscal year 1995; (2) the extent to 
which states are using TANF and MOE funds to provide services to low- 
income families not included in the welfare caseload reported by states to 
HHS; (3) data limitations that hamper more complete reporting on such 
families; and (4) how a downturn in the economy is likely to affect the 
availability of TANF/MOE-funded benefits and services. 

To address your first question, we analyzed, for all 50 states, (1) fiscal year 
1995 spending in the welfare programs that were replaced by the TANF 
program and (2) fiscal year 2000' spending of TANF and MOE funds. To 
address your second and third questions, we contacted 25 states to learn 
what data are available and to obtain data on TANF/MOE-funded services 
provided to low-income families not included in the reported welfare 



1 More recent expenditure data were not available from HHS. 
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caseload. Together, these are the 25 states receiving the most TANF funds. 
To address your fourth question, we (1) reviewed econometric studies, (2) 
analyzed caseload changes in the 25 states, and (3) interviewed TANF 
officials in 8 states regarding their state reserves and contingency plans for 
financing TANF/MOE-funded benefits and services in an economic 
downturn. The eight states were selected to represent a range of economic 
conditions and budgetary circumstances. We conducted our work from 
August 2001 to March 2002 in accordance with generally accepted 
government auditing standards. 

On March 15, 2002, we briefed you on the results of our analysis. This 
report formally conveys the information provided during that briefing. In 
summary, we found: 

The focus of welfare spending has shifted from monthly cash payments to 
services. Nationwide, between fiscal years 1995 and 2000, state 
expenditures for cash assistance decreased from 71 to 43 percent of total 
welfare spending. In fiscal year 2000, 26 states used more than 50 percent 
of their TANF and MOE expenditures on services other than cash 
assistance. This compares with fiscal year 1995, when no state spent more 
than 50 percent of its welfare dollars on these services. 

In addition to providing benefits and services to families included in the 
welfare caseload, states are also using TANF/MOE funds to provide 
services to other low-income families. We estimated that at least 46 percent 
more families than are counted in the reported TANF caseload are 
receiving services funded, at least in part, with TANF/MOE funds. This 
estimate includes many low-income families who are receiving child care 
funded by TANF and the Child Care and Development Fund. 2 

The data that states collect and report on families receiving services have 
many limitations that restrict their usefulness in producing a f ull count of 
all families served with TANF/MOE funds. Addressing these limitations 
raises concerns for the states we spoke with. 

The impact of an economic downturn on funding for work support 
programs is unclear and will depend on several factors such as, the extent 
to which welfare caseloads increase, whether states have TANF reserves 



2 The Child Care and Development Fund provides federal funds for states to subsidize child 
care for low-income families and to address child care quality issues. 
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available, and the budgetary decisions states make to address the costs 
associated with increased caseloads. 



We provided a draft of this briefing to officials at HHS for their technical 
comments and incorporated their comments where appropriate. 

We are sending copies of this report to relevant congressional committees 
and other interested parties and will make copies available to others upon 
request. If you or your staff have any questions about this report, please 
contact Cynthia M. Fagnoni or Gale C. Harris at (202) 512-7215 or Paul 
Posner at (202) 512-9573. Kathleen Peyman, Kristy Brown, Rachel Weber, 
Bill Keller, and Mary Reintsma also made key contributions to this report. 

Sincerely yours, 




Cynthia M. Fagnoni, Managing Director 
Education, Workforce, and 
Income Security Issues 




Paul L. Posner, Managing Director 
Federal Budget Issues and 
Intergovernmental Relations 
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Objectives 



You asked us to determine: 

• The extent to which states are spending federal Temporary Assistance for 
Needy Families (TANF) and state maintenance-of-effort (MOE) funds for 
cash assistance and non-cash services and how this compares to welfare 
spending in fiscal year (FY)1995. 

• The extent to which states are using TANF and MOE funds to provide 
services to low-income families not included in the reported welfare 
caseload. 

• Data limitations that hamper more complete reporting on such families. 

• How a downturn in the economy is likely to affect the availability of 
TANF/MOE-funded benefits and services. 
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• To compare FY1995 and FY2000 welfare spending, we analyzed, for all 50 
states, (1) FY1995 spending in the welfare programs that were replaced by 
the TANF program and (2) FY2000 spending of TANF and MOE funds. 



• To obtain data on services provided with TANF/MOE funds to low-income 
families not receiving cash assistance, we visited five states (California, 
Indiana, Pennsylvania, Texas, and Wisconsin) and telephoned 20 other 
states. Together, these are the 25 states receiving the most TANF funds. 
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Scope and Methodology 



To learn how an economic downturn is likely to affect the availability of 
TANF/MOE-funded benefits and services, we 

• reviewed major econometric studies that have identified and measured 
factors affecting historical welfare caseload changes; 

• analyzed caseload changes in the 25 states receiving the most TANF 

funds; and ; 

• interviewed officials in eight states (the five states plus Arizona, 
Minnesota, and Oregon) regarding their state reserves and contingency 
plans for financing TANF/MOE-funded benefits and services in an 
economic downturn. 

The review was conducted in accordance with generally accepted 
government auditing standards. 
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Summary of Results 



• Nationwide, from FY1 995 to FY2000, state expenditures for cash 
assistance decreased from 71 percent to 43 percent of total welfare 
spending. In FY2000, 26 states used more than 50 percent of their TANF 
and MOE expenditures on services other than cash assistance. This 
compares with FY 1995, when no state spent more than 50 percent of its 
welfare dollars on these services. 

• We estimated that at least 46 percent more families than are counted in the 
reported TANF caseload are receiving services funded, at least in part, with 
TANF/MOE funds. This estimate includes many low-income families who 
are receiving child care funded by TANF and the Child Care and 
Development Fund (CCDF). 
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